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ow much of your working 

time do you spend on the 

future? For many CPOs, 
the answer to that question is 
probably “not enough”. 


The day-to-day complexities 

of large corporations force 

many procurement leaders to 
dwell almost exclusively in the 
present — wondering why the 

tail spend remains so stubbornly 
high (and what can be done about 
it), investigating whether the 
efficiencies promised by new 
contracts have actually been 
delivered, troubleshooting across 
the supply chain and debating the 
necessity of a software upgrade. 


Such traditional priorities are reflected in survey 
after survey of procurement organisations. 
Collectively, they show that CPOs are still too 
focused on cost reduction, risk management 

and cashflow to take on what they recognise 

as the strategic, yet amorphous, challenge of 
reinventing procurement. The present model of 
purchasing, procurement, supply management — 
call it what you will — was established in a time of 
unusual economic stability. Yet as long ago as 1987, 
management theorists in America had coined the 
term VUCA (Volatility, Uncertainty, Complexity and 
Ambiguity) as they grappled with what the world 
might look like after the end of the Cold War. 


Inexorable globalisation obscured some of the 
difficulties created by the transformation of the 
world’s economy for a while; yet we now seem to 
be transitioning towards what the Economist calls 
“slowbalisation”. The frequency with which the 
term VUCA has been invoked in the past decade 


1,323 


US CEOs left their jobs 
in 2018, the most 
since 2008 


81.8% 


of companies in the 
original Fortune 500 
(1955) didn’t make the 
2015 ranking 


proves that many CEOs of Fortune 
500 corporations grasped that 
the familiar status quo was 
threatened — mainly by social 
unrest, technological revolutions, 
disruptive innovation, soaring 
debt, political intervention and 
climate change. Procurement 
leaders, for their part, have had 
to start adjusting to a global 
economy where patterns of supply 
and demand can alter almost 
overnight. All of which makes the 
task of reinventing procurement 
both harder and more pressing. 


Paul Blake, associate director, 
product marketing at GEP, 

a leading global provider of 
strategy, software and managed services to the 
procurement and supply chain functions, says: “A 
philosophy of ‘procurement as usual’ will not only 
expose the company to competitive pressure, it will 
expose the function itself to competitive pressure 
— from other departments, from technology and 
from digital companies that function like platforms, 
stepping in and hoovering up thousands of 
transactions and prompting internal stakeholders 
— especially the CEO and CFO —- to ask whether 
procurement is really adding value.” Yet, Blake 
says, this threat could also provide a welcome 
opportunity for procurement: “CPOs who embrace 
change, opening up the function to the rest of the 
business — and, where appropriate, to partners and 
suppliers outside the business — are better placed 
to create value in a way that goes far beyond 
traditional tasks such as cost-cutting.” 


Here are five steps CPOs can take to reinvent their 
function and ensure procurement — and they — 
have a viable future. 
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he old corporate boundaries are blurring and 
ic: old specialisations are being usurped by 4 4 

technology. Like it or not, the days of the As large companies everywhere 
monolithic procurement organisation are over. as A 
CPOs need to recognise that and act accordingly. seek to streamline their central 


Digital technology is dismantling the borders costs, there isa danger that 


between pieaicional departments. Because procurement could be outsourced 
the functions of compliance, IT, finance and 


procurement are increasingly overlapping, CPOs y y 
must collaborate to add value. Success could, for 
example, entail working with the CIO to ensure 


that systems are inter-operable throughout the before making purchasing decisions, physically 
organisation; liaising with the CFO to ensure that locating procurement within business functions 
individual departments, by adopting their own “lift | and measuring effectiveness with customer 

and shift” approach to the cloud, do not create satisfaction surveys. 

expensive inefficiencies; and supporting 

the CEO by analysing data in new O The alternative is for procurement 


ways to give a deeper, more 
accurate insight into the 


company’s performance. cS 


Procurement Is 
already changing. €. 
©, 


to insist on protecting its 
traditional terrain — a policy 
Op, which, in the long run, is 
guaranteed to ensure 
the exact opposite 
outcome. As large 
companies everywhere 
seek to streamline 
© their central costs, 


J there is a danger that 
OC) procurement could 
be outsourced toa 


platform company (like 
Amazon), shrunk to a small 
specialist unit within the 


Among the most 

popular methods 

for spreading 
procurement’s 

influence within 

the business are 
embedding procurement 
professionals in cross- 
functional teams, owning 
procurement targets jointly finance department or largely, 
with stakeholders, developing or wholly, replaced by AI and 


re) 
a balanced scorecard to judge Os O accompanying technologies. The 
procurement’s performance, 0 @ eee change imperative has never been 


consulting with stakeholders = more urgent. 
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y letting technology do what technology 
does best — managing repetitive, 
standardised tasks — CPOs can create 


time to listen to external stakeholders, be they 
suppliers or customers. 


“We know that collaborating closely with 
suppliers can drive innovation in procurement,” 
says Blake. “Procurement leaders recognise 

that — but too few of them are using this as a 
strategy to deliver value. It takes time to build 
trust, find the right partners, define what level of 
collaboration is best and prove to suppliers that 
their innovations will be recognised and rewarded. 
Yet with digital technology transforming almost 
every aspect of the business, procurement will 

be judged on its capability for supporting — and 
developing — product and market innovation.” 


If acompany’s interaction with a supplier is 

more about relationships than transactions, it 
may help procurement tackle one recurring and 
troublesome challenge: visibility in the supply 
chain. In 2017, a survey from logistics company 
Geodis of 623 supply chain professionals across 
17 countries found that achieving full visibility 
was atop priority — but also that only 6% believed 
their organisation had achieved it. 


One key step is for CPOs to meet with 

internal departments and suppliers to identify 
the pain points. By having open conversations 
with key suppliers, you can turn your supply chain 
into a network where information is shared in 
trust for mutual benefit. 


One major global airline, looking to improve safety, 
identified how many people were involved in the 
safety of their planes and realised that 86% of 
them worked for other companies. When the 
airline’s board asked why it seldom heard from 


suppliers, they were 
told that the contracts 
contained so many 
penalty clauses that 
vendors were terrified 
to raise an issue in 
case it cost them 
money. When the 
airline deleted these 
clauses, it was deluged with 
safety suggestions from suppliers. 


Co 


In 2017, a survey from logistics 
company Geodis of 623 supply chain 
professionals across 17 countries 
found that achieving full visibility 
was a top priority — but also that 
only 6% believed their organisation 
had achieved it 


IJ 


A collaborative partnership with suppliers can 
also help CPOs acquire greater understanding 
of a supplier’s business — the cheapest option 
is not always the best fit for your company — 
and encourage suppliers to offer cheaper, 
more efficient or innovative ways to deliver 
what was requested. 


6% 


of supply chain 
professionals believe 
full visibility has been 
achieved 


Blake suggests that CPOs can take this process 
even further: “An increasing number of companies 
are recognising the value in working with 
companies they have traditionally regarded as 
competitors. In the world of procurement, there 
is a real opportunity for CPOs to collaborate in an 
ecosystem of partners.” 
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3. BALANCE ENFORCEMENT WITH ENABLEMENT 


Every organisation will 
have their own view on 


the right balance between 
centralisation and flexibility 


here are certain things a CPO needs to 

make sure the company’s people do not do 

without consulting his/her department. Yet 
at the same time, some traditional processes and 
procedures can create a disastrous disconnect 
between policy and reality and alienate staff in 
other departments. 


How much does it cost to replace a circuit 
breaker? For one energy company in South 
America, the price of a new circuit breaker 
topped $100m. How so? Because the employee 
who identified the urgent need for a replacement 
did not have the authority to spend $50 of the 
company’s money, the request was still stuck in 
the system when the power plant exploded. 


That is an extreme example, but the perception 
that procurement are the people who specialise 
in saying “no” remains in many organisations. This 
may not be fair, but the only way to overcome this 
prejudice is to visibly change behaviour. “Many 
procurement leaders are communicating with 
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company stakeholders to demonstrate their value,” 
says Blake, “but they could go further, customising 
value propositions for internal stakeholders, 
tracking levels of satisfaction and setting targets 
for satisfaction.” 


One means of satisfying other stakeholders is 
making it easier for them to do their jobs. Many 
older procurement systems do not deliver a great 
user experience, but their flaws have been masked 
by staff who have, over the years, become very 
efficient at using inefficient tools. By focusing 

on the user experience, procurement can create 
solutions such as mobile apps or electronic 
purchasing cards that help staff buy what they 
need, when they need to buy it. 


“Every organisation will have its own view 

on the right balance between centralisation 

and flexibility,” says Blake. “Depending on the 
characteristics of the business, two companies in 
the same sector can take diametrically opposed 
solutions and deliver value.” 
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en years ago, procurement’s rationale was 
“| si it saved the company a lot of money. 

Today, that is still central to its remit but it 
also has to manage risk, both to the company’s 
reputation and to continuity of supply; act as a 
trusted adviser to the board; stimulate innovation; 
assess the likely utility of an array of emerging 
technologies; and be agile enough to support and 
enable a sudden change in corporate direction. 


Does every procurement function have the skills 
to do all that? Many will be staffed primarily 
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with people who have a proven track record 

in cutting costs. You might need to develop, 
import and/or acquire the skills to use data and 
analytics, understand where technology is heading, 
stimulate innovation and build deeper, more 
constructive, supplier relationships. Judicious 
internal recruitment can encourage change and 
broaden mindsets. One multinational organisation 
enhanced the status of its procurement function 
by appointing a respected sales executive with 
international experience to help run it, resulting in 
substantial savings through standardisation. 
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You might need to develop the $ 


skills to use data and analytics, 
understand where technology is 
heading, stimulate innovation and 
build deeper, more constructive, 
supplier relationships 
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0. GET WITH THE PROGRAMME 


echnology is already democratising stakeholders, technology platform companies 
procurement. The widespread adoption of or a combination of all three. CPOs who embrace 
artificial intelligence, machine learning and openness, modularity and the quality and ease 
robotic process automation will accelerate that of user experience — freeing up time and 
process. To return to the power tools analogy in resource to manage the strategic challenges 
our earlier paper, What Can Power Tools Teach facing their organisation — are much better 
Us About the Future of Procurement?, CPOs who positioned to succeed. As Blake says: “In a time 
insist on continuing to buy expensive, specialist of such unprecedented change, it may be 
skills that can only be used by ‘experts’ run the impossible to predict the future, but it is 
very risk of being marginalised by other internal possible to help create it.” 
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CPOs who embrace openness, modularity and the 
quality and ease of user experience — freeing 

up time and resource to manage the strategic 
challenges facing their organisation — are much 
better positioned to succeed 
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QUESTIONS FACING PROCUREMENT LEADERS 


How do users rate their experience of procurement? 


How flexible, modular and open are the technological solutions 
your organisation uses? 


Do you engage staff in improving procedures, policies 
or technologies? 


Do staff need specific training to use your procurement systems? 
Do staff use their expenses to make purchases for the business? 


What is the trend in terms of maverick spend within 
the organisation? 


What percentage of staff regularly use your systems — and how 
has that changed? 


How quickly — and easily — could you manage an urgent 
transaction? 


How much time do you spend enforcing your policies and 
procedures? 


When was the last time you thoroughly reviewed — on a blank 
sheet of paper — those policies and procedures? 


This report is brought to you in partnership with GEP. 
To learn more about the possibilities and advantages of digitally 
transforming your procurement organisation, 
visit SMARTbyGEP.com or contact the team at info@gep.com 
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